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1 . FOLLOWING DISCUSSION BETWEEN CANADIAN WORKING-LEVEL 
TEAM AND US DOD OFFICIALS IN PENTAGON MORNING OF APRIL 15, 
THE FOLLOWING DRAFT BRACHETED TEXT ON US ASSURANCES RE 
LOCKHEED LRPA SALE HAS EMERGED. STATE, TREASURY AND OTHER 
APPROPRIATE US AGENCIES WILL BE REVIEWING TEXT FURTHER 
WITH VIEW TO OBTAINING FULLY-COORDINATED US POSITION ASAP. 
CANADIAN TEAM PLANS TO RETURN TO WASHINGTON ON TUESDAY, 
APRIL 20 TO REACH FINAL AGREEMENT ON SATISFACTORY TEXT. 

2. BEGIN TEXT: "CANADIAN PURCHASE OF LOCKHEED LONG RANGE 
PATROL AIRCRAFT (LRPA). 

"A. GENERAL. THE FOLLOWING IS THE POSITION OF THE USG 
TOWARD CANADA S INTENDED PURCHASE OF 18 LOCKHEED P3 LRPA 
AIRCRAFT AND THE PROPOSED CONTRACT BETWEEN THE CANADIAN 
GOVERNMENT AND THE LOCKHEED AIRCRAFT CORPORATION. 

"B. LOCKHEED'S FINANCIAL SITUATION. WITH RESPECT TO LOCK- 
HEED'S OVERALL FINANCIAL VIABILITY, ITS ABILITY TO CONTINUE 
AS A CORPORATION AND TO FULFILL THE TERMS OF ITS PROPOSED 
CONTRACT WITH THE CANADIAN GOVERNMENT, THE US EMERGENCY 
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LOAN GUARANTEE BOARD (ELGB ) AND THE US DEPARTMENT OF 
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DEFENSE HAVE RECENTLY REVIEWED LOCKHEED'S FINANCIAL 
POSITION AND HAVE EXPRESSED CONFIDENCE IN LOCKHEED'S 
PROSPECTS. THE FOLLOWING FACTORS ARE RELEVANT: 

" 1) IT APPEARS THAT LOCKHEED WILL BE ABLE TO PAY BACK ITS 
$195,000,000 GUARANTEED LOAN BEFORE THE ELGB'S STATUTORY 
AUTHORITY EXPIRES AT THE END OF 1978; 

"2) LOCKHEED'S FINANCIAL PROJECTIONS APPEAR TO BE 
REALISTIC; 

”3) LOCKHEED APPEARS TO BE FINANCI AL LY HEALTHIER THAN SIX 
MONTHS OR ONE YEAR AGO; 

"4) THE USG IS UNAWARE OF ANY CONTRACTS HAVING BEEN CAN- 
CELLED AS A RESULT OF RECENT PUBLICITY REGARDING PAYMENTS 
TO FOREIGN OFFICIALS; 

”5) APPROXIMATELY 60 PERCENT OF LOCKHEED'S SALES ARE TO 
THE US DEPARTMENT OF DEFENSE. NO SUBSTANTIAL CHANGE IN 
THE VOLUME OF THIS PROCUREMENT IS ANTICIPATED AND LOCKHEED 
CAN THUS ANTICIPATE A VERY SUBSTANTIAL CASH FLOW. 

"ALL THINGS CONSIDERED, IT IS THE PRESENT JUDGMENT OF THE 
USG THAT THE PROSPECTS ARE FAVORABLE FOR LOCKHEED TO CON- 
TINUE AS A VIABLE CORPORATION AND THAT NONE OF THE MAJOR 
PARTIES CONCERNED WOULD HAVE AN INTEREST IN PRECIPITATING 
THE DEMISE OF THE CORPORATION. 

"C. MUTUALITY OF INTERESTS. THE USG SHARES WITH THE 
CANADIAN GOVERNMENT A STRONG INTEREST IN THE SUCCESSFUL 
COMPLETION OF THE PROPOSED CANADIAN PROCUREMENT OF 18 
LRPA AIRCRAFT. IN THE VIEW OF THE USG, THE ACQUISITION 
OF THESE AIRCRAFT WILL SUBSTANTIALLY ENHANCE CANADA'S ASW 
PATROL CAPABILITY, IMPROVE NORTH AMERICAN DEFENSE ARRANGE- 
MENTS, CONTRIBUTE TO NATO'S OVERALL SECURITY AND THUS IS 
IN THE BEST INTEREST OF THE US. THE PROPOSED CANADIAN 
PURCHASE WILL COMPLEMENT THE PURCHASE OF A LARGE NUMBER 
OF LOCKHEED MARITIME PATROL AIRCRAFT PLANNED BY THE USG 
AND SHOULD WORK TO THE MUTUAL ADVANTAGE OF THE TWO GOVERN- 
MENTS (IN SUCH AREAS AS PRICE AND DELIVERY). 

"IN RECOGNITION OF THIS MUTUALITY OF INTEREST, THE USG 
CONFIRMS (ITS INTEREST IN SEEING) (ITS INTENTION TO SEE) 

THAT ITS P3 AND S3 AIRCRAFT AND THE CANADIAN LRPA ARE 
PURCHASED FROM LOCKHEED AND DELIVERED AS PLANNED. TOWARD 
THIS END IT INTENDS (TO THE MAXIMUM EXTENT PERMISSIBLE 
UNDER US LAW) TO FACILITATE THE ACHIEVEMENT OF CANADIAN 
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INDUSTRIAL INVOLVEMENT PROVIDED FOR IN THE PROPOSED LOCK- 
HEED CONTRACT BY: 

"1) (WAIVING RECOVERY OF ALL USG RESEARCH AND DEVELOPMENT 
COSTS IN RESPECT OF THE CANADIAN LRPA CONTRACT ON THE 
UNDERSTANDING THAT THERE WILL BE A RECIPROCAL WAIVER BY 
THE CANADIAN GOVERNMENT OF ALL ITS RESEARCH AND DEVELOP- 
MENT COSTS ASSOCIATED WITH THE LRPA IN RESPECT OF USG 
PURCHASES OF ASW TYPE OF AIRCRAFT AND SUPPORTING ELEMENTS 
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WHICH INCORPORATE TECHNICAL DATA AND INVENTIONS OWNED OR 
CONTROLLED BY THE CANADIAN GOVERNMENT.), 

"2) PERMITTING THE RENT-FREE USE OF USG PRODUCTION AND 
RESEARCH PROPERTY (IN ACCORDANCE WITH NORMAL TERMS AND 
CONDITIONS GOVERNING SUCH USE.), 

”3) PERMITTING A SHIFT IN THE MANUFACTURE OF COMPONENTS 
FROM THE US TO CANADA, AS MUTUALLY AGREED TO BETWEEN THE 
US AND CANADA, (PROVIDED THERE IS NO ADVERSE IMPACT ON 
COSTS OR DELIVERY OF P-3 AND S-3 AIRCRAFT PROCURED BY THE 
USG), AND 

"4) AGREEING TO DUTY-FREE ENTRY INTO THE US OF CANADIAN 
MANUFACTURED COMPONENTS INCORPORATED IN P-3 TYPE OF AIR- 
CRAFT SOLD BY LOCKHEED TO CANADA OR OTHER COUNTRIES. 

"D. POSSIBILITY OF LOCKHEED FINANCIAL PROBLEMS. IF A 
SITUATION WERE TO OCCUR INVOLVING VOLUNTARY OR INVOLUNTARY 
REORGANIZATION, OR BANKRUPTCY OF LOCKHEED, THE USG, 
RECOGNIZING THAT IT IS IN ITS BEST INTEREST TO DO SO, 

WILL, (TO THE MAXIMUM EXTENT PERMISSIBLE UNDER US LAW) 

ACT JOINTLY WITH CANADA TO OBTAIN FOR CANADA ADVANTAGES 
AND CONSIDERATIONS NO LESS FAVORABLE THAN THOSE THAT 
MIGHT BE OBTAINED BY THE US WITH RESPECT TO ITS OWN 
DEFENSE PROCUREMENT CONTRACTS. IN PARTICULAR, 

'WITH RESPECT TO DELIVERY: 

"1. IN ITS DETERMINATION TO SEE THAT ITS AIRCRAFT AND 
THOSE OF CANADA ARE DELIVERED EXPEDITIOUSLY, THE USG WILL 
MAKE EVERY EFFORT TO ENSURE THAT ALL MEASURES TAKEN TO 
OBTAIN THE PRODUCTION OF P-3 AND S-3 AIRCRAFT FOR THE 
US NAVY WILL ALSO BE APPLIED TO MAINTAIN FOR CANADA, 
PRODUCTION OF THE LRPA IN ACCORDANCE WITH ITS PROPOSED 
CONTRACT WITH LOCKHEED; 

"2. THE USG WILL (ENDEAVOR TO) WORK OUT AN EQUITTABLE 
DOVETAILING OF THE PRODUCTION OF ITS OWN P-3 AIRCRAFT AND 
THE CANADIAN LRPA WITH A VIEW TO ASSURING DELIVERY OF BOTH 
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THE CANADIAN AND US AIRCRAFT ON A SCHEDULE AS CLOSE AS 
POSSIBLE TO THAT PROVIDED FOR IN THEIR RESPECTIVE CON- 
TRACTS WITH LOCKHEED. 

"WITH RESPECT TO PRICE: 

"3. (IN THE EVENT OF A REQUIREMENT TO RENEGOTIATE THE 
PRICE OF THE CANADIAN LRPA THE USG WILL SEEK FOR CANADA 
TREATMENT NO LESS FAVORABLE THAN THAT WHICH THE USG 
OBTAINS WITH RESPECT TO ITS OWN DEFENSE PROCUREMENT 
CONTRACTS.) US DESIRES THIS WHILE CANADA DESIRES BELOW. 

"3. (IN THE EVENT OF A REQUIREMENT TO RENEGOTIATE THE 
PRICE OF THE CANADIAN LRPA THE USG WILL SEEK FOR CANADA 
TREATMENT NO LESS FAVORABLE THAN THAT WHICH THE USG 
OBTAINS WITH RESPECT TO ITS OWN DEFENSE PROCUREMENT CON- 
TRACTS. TOWARDS THIS END THE USG WILL TAKE THE STEPS 
NECESSARY TO ENSURE THAT COSTING PRINCIPLES SUCH AS THOSE 
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SET OUT IN SECTION XV OF THE US ARMED SERVICES PROCUREMENT 
REGULATIONS WILL BE APPLIED EQUALLY TO THE CANADIAN LRPA 
CONTRACT AS TO US DEFENSE PROCUREMENT CONTRACTS.) 

"4. (IT WILL TAKE STEPS TO ENSURE THAT THE CANADIAN 
GOVERNMENT WILL NOT BE REQUIRED TO ASSUME ANY UNRECOVERED 
OVERHEAD OR DEVELOPMENT COSTS FOR EQUIPMENT DEVELOPED BY 
LOCKHEED FOR THE USG OR OTHER LOCKHEED CUSTOMERS.) CANADA 
DESIRES THIS-US DESIRES DELETION. 

'WITH RESPECT TO CANADIAN INDUSTRIAL INVOLVEMENT: 

"5. (THE USG WILL USE ITS BEST EFFORTS WITH REGARD TO 
FACILITATING THE CONTINUATION OF CANADIAN INDUSTRIAL IN- 
VOLVEMENT SET OUT IN PARAGRAPH C 1, 2, 3 AND 4 ABOVE). 

US DESIRES THIS WHILE CANADA DESIRES BELOW. 

"5. (THE UNDERTAKINGS OF THE USG WITH REGARD TO FACILI- 
TATING CANADIAN INDUSTRIAL INVOLVEMENT SET OUT IN PARA- 
GRAPH C (1, 2, 3, 4) ABOVE. WILL CONTINUE TO APPLY." END 
TEXT. KISSINGER 
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